Metropolitan Phoenix Consumer Price Index 
Third Quarter, 1983 


Prices of goods and services in the Phoenix metro- 
politan area rose 1.6 percent during the third quarter, 
1983, an increase close to the previous quarter’s 1.7 per- 
cent. However, because of a large decline in the fourth 
quarter, 1982 consumer price index (see Table 1), the 
current price level is only 1.5 percent higher than it was 
one year ago. 

The Metropolitan Phoenix Consumer Price Index 
(CPI), on which these inflation figures are based, is 
prepared by the Bureau of Business and Economic 
Research, College of Business Administration, Arizona 
State University. The quarterly CPI results from com- 
prehensive surveys conducted by the Bureau in cooper- 
ative cosponsorship with Valley National Bank. 


While several factors contributed to the third quarter’s 
inflation rate, three items caused more than one-half of 
the moderate advance: new and used car prices surged 
6.4 percent; electricity rates rose 7.7 percent, in part due 
to the seasonal change to summer rates; and health in- 
surance premiums jumped 9.3 percent. Of the three 
major categories in the CPI—housing, transportation, 
and food and beverages—only transportation posted 
more than a small gain (3.3 percent). 


Food and Beverages 


Prices of food and beverages were nearly stable during 
the third quarter. The food away from home category 





TABLE 1 
PERCENT CHANGES IN METROPOLITAN PHOENIX CONSUMER PRICE INDEX 


Relative 1st 

Expenditure Category Importance 1982 
ALL ITEMS 1.6 
Food and Beverages A a7 
Housing 39.0 2:1 
Apparel and Upkeep 5.0 0.7 

Transportation 21.8 (0.9) 
Medical Care 6.6 4.7 
Entertainment 4.6 2.8 
Other Goods and Services 4.1 | 


Percent Change from Preceding Quarter 


2nd 3rd 4th 1st 2nd 3rd 
1982 1982 1982 1983 1983 1983 


0.5 (2.0) 0.2 : 1.6 
1.1 (0.6) 2.3 : (0.1) 
0.4 : (4.2) (0.5) f 0.9 
3.5 : (1.2) 0.6 f 1.0 

(0.9) ' (0.8) (1.9) : 3.3 
0.9 ; 1.3 3.0 ; 4.7 

(1.4) 2.3 1.7 . (0.2) 
2.2 2.0 2.6 2.7 4.7 


Source: Bureau of Business and Economic Research, College of Business Administration, Arizona State University, in cooperative cosponsorship 


with Valley National Bank. 
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TABLE 2 


METROPOLITAN PHOENIX CONSUMER PRICE INDEX 
THIRD QUARTER, 1983 
(1977 = 100) 


Food at Home 
Cereal and Bakery Products 
Meats, Poultry, Fish and Eggs 
Dairy Products 
Fruits and Vegetables 
Other Food at Home 

Food Away from Home 

Housing 


Renters’ Costs** 
Homeowners’ Costs** 
Fuel and Other Utilities 
Gas (Piped) and Electricity 
Household Furnishings and Operations 
Apparel and Upkeep 
Transportation 
Private Transportation 
New and Used Cars 
Motor Fuels 
Public Transportation 
Medical Care 
Entertainment 
Other Goods and Services 


An ** indicates that the base period is Second Quarter 1983. 


Last Qtr. This Qtr. Percentage Year Ago 
Index Index Change Change 


170.5 173.2 
159.6 159.4 
160.2 159.7 
158.6 by.7 
164.3 164.1 
m9 150.9 
151.5 151.9 
165.1 168.4 
147.6 148.0 
160.6 160.8 
182.5 184.1 
193.6 195.0 
100.0 101.7 
100.0 100.2 
159.8 164.6 
180.3 188.1 
143.9 143.4 
134.8 136.1 
164.4 169.8 
161.9 166.4 
159.5 169.7 
192.6 196.9 
208.1 228.2 
188.9 197.7 
if) 157.3 
150.0 157.0 
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The year ago change for categories with a Second Quarter 1983 base is unavailable. 


Source: Bureau of Business and Economic Research, College of Business Administration, Arizona State University, in cooperative cosponsorship with 


Valley National Bank. 





showed little price change, while a decline of 0.5 per- 
cent in the food at home component was offset by an in- 
crease in the price of alcoholic beverages. Food purchased 
at grocery stores, including dairy products, cereal and 
bakery products, and other foods at home (see Table 2), 
showed little price change. 

The index for meats, poultry, fish, and eggs posted 
the largest price decline since the third quarter, 1979 
(3.2 percent), caused by record reductions in the prices 
of pork, and fish and seafood, as well as by the decreas- 
ing prices of beef and other meats. These lower prices 
were partially offset by higher prices for fruits and 
vegetables, caused by an 18.8 percent rise in the price of 
fresh fruits. Fresh vegetable prices dropped 9.7 percent, 
following a large jump (22.3 percent) in the previous 
quarter. 


Housing 


Housing costs rose 0.9 percent during the third 
quarter. This modest increase was due largely to an ad- 
vance of 3.0 percent in the fuel and other utilities 
category, which was primarily caused by electricity rate 
increases. Shelter costs advanced only slightly as the new 
category, homeowner’s costs, rose a slight 0.2 percent. 
Renters’ costs, also a new category, climbed a larger 1.7 
percent, but its primary subcategory, rent of dwelling, 
rose only 0.3 percent. High vacancy rates and high levels 
of apartment construction helped to hold down rent in- 
creases. 

Declining 0.3 percent, the household furnishings and 
operations category also contributed to the small ad- 
vance in housing prices. The prices of both household 





Fourth Quarter 1983 


appliances and other household equipment fell by 
record percentages. 


Transportation 


The third quarter’s increase of 3.3 percent in the cost 
of transportation was the largest jump since the first 
quarter, 1981. While most of the private transportation 
subcategories posted increases, the prices of new cars (up 
4.4 percent) and used cars (up 7.7 percent) were the 
primary causes of the acceleration. Advances also oc- 
curred in the motor fuels and vehicle maintenance and 
repair groups. 

Vehicle insurance premiums and vehicle financing 
charges both fell, the latter for the fifth quarter of the 
last six quarters. Public transportation costs surged 9.7 
percent as most subcategories showed large increases. 


Medical Care 


The index for medical care continued its pattern of 
large increases every other quarter, rising 4.7 percent in 
the third quarter after a small 1.0 percent gain in the 
second quarter. Most of the third quarter’s price ac- 
celeration can be traced to the sharp rise in health in- 
surance premiums. The other large subcategory, profes- 
sional services, advanced moderately. The cost of hos- 
pital and related services, however, jumped 6.1 percent. 
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Other Categories 


Apparel and upkeep prices rose only 1.0 percent dur- 
ing the third quarter, as a large drop in the prices of 
men’s and boys’ apparel partially offset increases in the 
prices of footwear and women’s and girls’ apparel. Enter- 
tainment expenses fell for the second consecutive 
quarter, led by a large decline in the index for sporting 
goods and equipment. 

A 4.7 percent third quarter increase was the largest 
quarterly jump ever in the other goods and services 
category. It contributed to the 12.5 percent increase 
from one year ago, the largest annual change of any ma- 
jor category. The third quarter rise was the result of a 5.4 
percent increase in each of the largest subcategories: 
personal care and tobacco products. With large price 
boosts in three of the last four quarters, tobacco prod- 
ucts cost 23.4 percent more than they did one year ago. 


Comparison Areas 


The third quarter inflation rate in the Phoenix area 
was higher than the national average due to large in- 
creases in three categories: medical care, other goods 
and services, and transportation (see Table 3). However, 
in the last year, Phoenix area inflation was less than the 
national average, largely a result of declining housing 
costs. 





TABLE 3 


METROPOLITAN PHOENIX CONSUMER PRICE INDEX 
UNITED STATES AND COMPARATIVE CITIES 


THIRD QUARTER, 1983 


Percentage Change 
from Last Quarter 


United United 
States Phoenix States Denver 


Expenditure Category Phoenix 


ALL ITEMS 
Food and Beverages 
Housin, 
Apparel and Upkeep 
Transportation 
Medical Care 
Entertainment 
Other Goods and Services 


Ji 
Om Oe as 


Percentage Change 
from One Year Ago 


2.6 
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Source: Metropolitan Phoenix data compiled by the Bureau of Business and Economic Research, College of Business Administration, Arizona State 
University, in cooperative cosponsorship with Valley National Bank; other data from U.S. Department of Labor, Bureau of Labor Statistics. 
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Metropolitan Phoenix inflation was also lower than 
that of the Denver area in six of the seven major 
categories; the greatest difference was in the housing 
category. Compared to the San Diego area, however, in- 
flation in Phoenix was higher, with the greatest dif- 
ference occuring in the medical care component. 


Outlook 


Throughout most of 1982 and into early 1983, the infla- 
tion rate in the Phoenix metropolitan area slowed until 
it was near zero, lower than the national rate. In the 
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second and third quarters, inflation accelerated both na- 
tionally and in the Phoenix area. Although this accelera- 
tion was greater in metropolitan Phoenix, the area’s in- 
flation in the year ending with the third quarter, 1983, 
was still lower than the national average (1.5 percent 
compared to 2.6 percent). The higher inflation rates of 
the second and third quarters will probably continue, 
since most economists expect the annualized rate of in- 
flation nationally to stabilize near 5 percent for the re- 
mainder of 1983 and into 1984. Phoenix area inflation 
will probably approximate the national rate in coming 
quarters. 





ARIZONA SALES OF ELECTRICAL POWER 
(In Millions of Kilowatt Hours) 


August 
September 
October 


Percent Change Percent Change 
From Prior From Prior 


1982 Year Month 


3433.1 —3.5% -1.1% 
2802.3 + 14.1 — 3.5 
2192.9 +5.7 — 27.5 


Source: Arizona Power Authority (based on reports from major suppliers) 
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